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than air transportation and transport-re-
lated services, and property and equipment
held for future use.

1700 Non-operating Property and
Equipment.

The total cost to the air carrier of
nonoperating property and equipment
and related allowances for depreciation
shall be recorded in balance sheet ac-
counts 1701 through 1796 which, as set
forth in section 3, Chart of Balance
Sheet Accounts, parallel balance sheet
accounts 1601 through 1689, for record-
ing the cost of operating property and
equipment. In addition to these ac-
counts, Account 1797 has been estab-
lished for recording the cost of prop-
erty on operating-type leases to others
and property held for lease; any accu-
mulated depreciation applicable to the
assets contained in Account 1797 shall
be recorded in Account 1798.

[ER–1013, 42 FR 37515, July 21, 1977]

1797 Property on Operating-type
Lease to Others and Property Held
for Lease.

Record here the total cost to the air
carrier of property on operating-type
lease to others and property held for
lease.

[Amdt. 241–58, 54 FR 5594, Feb. 6, 1989]

1798 Property on Operating-type
Lease to Others and Property Held
for Lease—Accumulated Deprecia-
tion.

Record here accruals for depreciation
of property on operating-type leases to
others and property held for lease.

[Amdt. 241–58, 54 FR 5594, Feb. 6, 1989]

OTHER ASSETS

1820 Long-Term Prepayments.
Record here prepayments of obliga-

tions applicable to periods extending
beyond one year such as payments on
leased property and equipment and
other payments and advances for rents,
rights, or other privileges.

1830 Unamortized Developmental and
Preoperating Costs.

(a) Record here costs accumulated
and deferred by the air carrier per-
taining to the development of new
routes or extension of existing routes,

preparation for operation of new routes
subsequent to certification by the
DOT, the integration of new types of
aircraft or services, and other prepara-
tions for substantial alterations in
operational characteristics.

(b) Costs chargeable to this account
shall include items directly related to
each specific developmental or pre-
operating project, such as travel and
incidental expenses, legal expenses,
flight crew training expenses, and regu-
latory proceedings expenses. Expenses
which would be otherwise incurred in
the normal air transport operations
conducted by the air carrier during the
current accounting period shall not be
allocated to developmental or
preoperating projects and charged to
this account. Nor shall this account be
credited for revenues from aircraft
flights of a developmental or
preoperating character the operating
costs of which are charged to this ac-
count. Any such revenues shall be in-
cluded in the profit and loss account
for the respective type of revenue. This
account shall include charges for only
those costs associated with projects di-
rected at obtaining new operating au-
thority or expanding the physical ca-
pacity of the air carrier and shall not
include costs incurred for the purpose
of generating revenues through rate
adjustment. Accordingly, costs associ-
ated with regulatory proceedings in-
volving route awards or amendments,
whether successful or unsuccessful to
the carrier, shall be included in this ac-
count whereas costs associated with
regulatory proceedings involving rate
or other revenue generation matters
shall be charged to appropriate expense
accounts.

(c) Records shall be established for
new routes or extensions of existing
routes to record separately: (1) Costs
incurred in acquiring or applying for
the routes, including all costs incurred
prior to certification by the DOT and
inauguration of service by the air car-
rier, and (2) costs incurred after rev-
enue operations begin over the new
routes or extensions.

(d) Subclassifications shall be estab-
lished to record for each developmental
project the period covered and the pur-
pose of each item of expense. Each air
carrier shall classify the costs of all
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projects included in this account be-
tween: (1) Those related and contrib-
uting to the normal air transportation
services currently conducted by the air
carrier; (2) those related to services
conducted by the air carrier which are
extraneous to or are not otherwise re-
lated to the air transportation services
currently conducted; and (3) those held
in suspense pending status determina-
tion in terms of possible contribution
to the air transportation services and
inauguration of the service or oper-
ation to which related.

(e) Amounts included in this account
which contribute to or protect the po-
sition of the normal air transportation
services currently conducted by the
carrier shall be amortized to profit and
loss account 74 Amortization, unless
otherwise approved or directed by the
DOT. Other amounts included in this
account shall be amortized or charged
to profit and loss account 89.9 Other
Miscellaneous Nonoperating Debits.

[ER–980, 42 FR 29, Jan. 3, 1977, as amended at
60 FR 66723, Dec. 26, 1995]

1890 Other Assets and Deferred
Charges.

(a) Record here other assets and de-
ferred charges not provided for else-
where.

(b) Record here debits, the proper
final disposition of which cannot be de-
termined until additional information
has been received. This account shall
include the accumulated cost of labor,
materials and outside services used in
the process of manufacturing flight
equipment expendable parts and mate-
rials and supplies for stock, the accu-
mulated cost of jobs in process for oth-
ers, projects to be charged to expense
upon completion. This account shall
also include unamortized debt expense,
property acquisition adjustments and
intangible assets.

(c) This account shall be charged
with property loss and other costs re-
lated to casualties and credited with
recoveries from purchased insurance
and salvage. A debit or credit balance
in this account related to property re-
tired as a result of a casualty shall be
recorded in profit and loss account 88.5
Capital Gains and Losses—Operating
Property or 88.6 Capital Gains and
Losses—Other; however, any balances

related to property not retired or to
other casualties shall be recorded in
profit and loss account 58 Injuries, Loss
and Damage. Proceeds from purchased
insurance for property damage, re-
ceived prior to repair of such damage,
shall not be credited to this account
but to balance sheet account 2390 Other
Deferred Credits pending repair. The
records for each major casualty shall
be kept in such manner as to clearly
disclose insurance recoveries and the
total costs, which shall include charges
for the depreciated cost of property
damaged or destroyed, costs for clear-
ing wrecks and damaged property and
equipment, including salaries and
wages for the repair thereof, and pay-
ments for damages to property of oth-
ers. The cost of casualties shall not be
charged directly against retained earn-
ings or appropriations thereof, but
shall be cleared through the applicable
profit and loss accounts in accordance
with the foregoing.

(d) Record here the unamortized debt
expense related to the assumption by
the air carrier of debt of all types and
classes. Amounts recorded shall be am-
ortized to profit and loss account 84
Amortization of Debt Discount, Pre-
mium and Expense.

(e) Unamortized debt expense shall
not include the excess of the par value
of debt securities over the cash value of
consideration received. Instead, dis-
counts shall be recorded in a sub-
account of the related liability.

(f) Record here the cost of patents,
copyrights and other intangible prop-
erties, rights and privileges acquired as
a part of a business from other air car-
riers and other intangibles not pro-
vided for elsewhere. This account shall
be subdivided to reflect the nature of
each intangible asset included in this
account.

(g) Record here the difference be-
tween the purchase price to the air car-
rier of property and equipment ac-
quired as a part of a business from an-
other air carrier through consolida-
tion, merger, or reorganization, pursu-
ant to a plan approved by the DOT, and
the depreciated cost to the predecessor
company at date of acquisition. Record
here also such differences relating to
purchases of property and equipment
from associated companies unless other
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